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Despite a high rate of overdue loans and increased operating costs, net profits for Mexican banks
during January- September of this year were 29% higher than during the same period last year.
According to a report released in early December by the Mexican Banks Association (Asociacion
Mexicana de Bancos, AMB), net profits for the Mexican banking sector in January- September
totaled 32.14 billion nuevo pesos (US$9.7 billion), compared with 24.89 billion nuevo pesos (US
$7.5 billion) in the same period during 1992. The highest profits were reported by Banco Nacional
de Mexico (BANAMEX), which earned 8.42 billion nuevo pesos (US$2.5 billion) or more than one-
fourth of the sector's total profits. According to La Jornada, bank profits have increased steadily
since the banking system was reprivatized in 1991 under President Carlos Salinas de Gortari's
administration. Former president Jose Lopez Portillo had nationalized the country's banks in
1982. One step taken by banks to make up for increased operating costs has been to boost rates
charged for services. Bankers have defended this practice, which they say is necessary to help
them recover their initial investments. According to Manuel Somoza Alonso, director of Banco
Mexicano, in many cases buyers paid up to five times the book value of the banks, and took over
a banking system lacking in technology and plagued by a high rate of overdue loans, a problem
which persists today. According to the government's National Banking Commission (Comision
Nacional Bancaria, CNB), banks have taken other steps to become profitable, such as reducing their
work force by 10,000 employees since 1991. Still, compensation and indemnity to dismissed workers
have represented almost 3% of the average monthly operating costs. Nevertheless, banks continue
to face strong criticism for charging excessive interest rates for loans. To address the problem, the
Salinas administration is attempting to increase competition, and this year alone has approved
permits for eleven new banks and a number of other financial institutions such as savings and
loans, and savings cooperatives. The government also announced plans to allow a limited number
of foreign banks to offer expanded services in Mexico, starting in 1994 (see SourceMex, 12/01/93).
In fact, several groups from California have requested authorization from the Finance Secretariat
(SHCP) to create regional banks in Baja California state. The groups, mainly affiliated with the
Hispanic chambers of commerce in San Diego, Los Angeles, and San Francisco, are proposing to
open banks in Tijuana, Ensenada, and Mexicali. According to federal deputy Jose Ramos, a member
of the border issues committee in the Chamber of Deputies, the banks would be established under
the banking reform laws approved by Mexican legislators during December. However, Ramos
noted that any new permits, including those for the Baja California- California banks, will not be
issued until 1995 or 1996. He said roughly a dozen foreign banks have received authorization to start
operations in Mexico during 1994. (Sources: El Financiero, 11/30/93; La Jornada, 12/04/93; Notimex,
11/30/93, 12/06/93)
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